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HIGHLIGHTS OF BUSINESS IN JANUARY 


The force of the current recession continued unabated 
in January. The index of industrial production was al- 
most back to the 1957 average, having fallen 8 points 
from 110 since July. Steel output was still running below 
50 percent capacity, and auto production was reduced to 
414,500 for January, down 40 percent from a year ago 
and the lowest January output since 1952. 

Retail sales, which fell $400 million on a seasonally 
adjusted basis in December, dropped $300 million in 
January to $17.7 billion. Deliveries of domestically pro- 
automobiles fell from a daily rate of 18,800 in 
December to 14,760 in January, and department store 
sales declined from 147 percent to 142 percent of the 
1947-49 average after seasonal adjustment. Only the 
stock market has been characterized by a strong expan- 

movement. The Dow Jones average of indus- 
reflecting a marked influx of speculative money 
running contrary to current profits indications, rose from 
about 610 at the first of January to about 650 at its close. 


Construction Off 

Preliminary estimates place the 
struction in January at $3.8 billion. This amount 
15 percent less than in December, 1960, compared with a 
normal seasonal decline of about 13 percent between 
December and January. The total for last month 
approximately the same as in January, 1960, 

New private construction in January amounted to $2.8 
billion, 12 percent less than in December and 4 percent 
under January a year ago. The normal seasonal decline 
December and January is about 11 percent. 
Spending for construction of private nonfarm residential 
buildings accounted for most of the reduction in the 
private sector. Most other types of private construction 
also off, but the declines were generally no more 
than normal for the season. 

Total new public construction expenditures amounted 
to $1.1 billion, 20 percent from December, compared 
vith.a normal seasonal decline of about 17 percent. 
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Sales and Inventories Drop 

Sales of manufacturing and trade firms in December 
leclined to a seasonally adjusted $59.1 billion, off S800 
million from November. Sales have fallen each month 
since the April peak of $62.6 billion except in October, 
when they held steady. The December total was $1.8 
hillion below the year-earlier month. The drop from 


_lation of investment in the United States by 


November occurred principally in retail sales, which at 
$18.0 billion were $400 million lower than in November. 
Sales of manufacturers were down about $300 million to 
$28.9 billion, while those of wholesalers were unchanged 
at $12.2 billion. 

The combined book value of inventories held by man- 
ufacturing and trade firms dropped for the sixth con- 
secutive month. The total at the end of December 
amounted to $92.2 billion, down $450 million from the 
month-earlier date but still $2.8 billion above the end of 
1959. The inventory-sales ratio rose again, as it has in 
all but one month since April. 

New orders received by manufacturers in December 
were off about 1 percent to a seasonally adjusted $28.8 
billion, with most of the decline in durables. Unfilled 
orders on manufacturers’ books at year-end were down 
to $45.7 billion, nearly $6.0 billion below the end of 1959. 


Measures to Reduce Gold Outflow 


President Kennedy has proposed eighteen measures to 
reduce the outflow of gold from the United States. To 
ease the short-term demand for gold, he called for 
strengthening of international monetary institutions, util- 
ization of our drawing rights in them when appropriate, 
amendments to the Federal Reserve Act and action by 
the Treasury to permit higher interest rates on savings 


balances and United States government securities held 
by foreign governments or monetary authorities, and 


continuation of the existing prohibition on holdings of 
gold abroad by Americans. 

Measures to correct the payments deficit and 
achieve longer-term equilibrium, many of which are al- 
ready in effect, include continuation of the export pro- 
motion program; efforts to stabilize costs and 
liberalization of export guarantees and financing; en- 
couragement of foreign travel in the United States; 
closer tying of foreign aid to procurement of American 
efforts to secure further reductions in_ tariff, 
quota, and other restrictions on American exports; stimu- 
foreigners; 
reduction of the duty-free allowance for returning travel- 
ers; savings in military and other expenditures abroad; 
efforts to persuade other industrial capitalist countries to 
carry an increased part of the aid to underdeveloped 
countries; and legislation to prevent the abuse of foreign 
“tax havens” by American capital abroad. 
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Emancipation from Gold 


Irrationality has tended to characterize the person 
who becomes infected with the “gold fever,” and nations 
apparently exhibit symptoms of the same affliction. In 
this country, we seem to regard our gold stock as a kind 
of Maginot Line and tremble when losses suggest a 
crumbling of our fortifications. This leads to putting 
ill-considered measures to prevent further outflows ahead 
of real national needs: 

We keep interest rates high to prevent transfer of 
funds abroad even though lack of growth has left one 
worker out of 16 unemployed and the current decline in 
private investment might be moderated by easier money. 

We curtail our expenditures abroad despite earlier 
insistence that they were essential to liberty and good 
relations throughout the world, and our restrictions are 
reported to be “designed to deprive foreigners of the 
dollars that could be used to buy American gold.” 

We also prohibit our own citizens from holding gold 
abroad in the hope that they will “be good” and refrain 
from speculating on the chance that necessary adjust- 
ments will be made. 

Last month the possible need for devaluation was dis- 
cussed here. The thesis was that exchange rates had been 
put out of line by postwar devaluations of other curren- 
cies and were now in need of a reverse adjustment. Sev- 
eral sentences in that account implied that the price of 
gold might be raised. This was contemplated only be- 
cause it seemed that, given the world’s present hangover 
of superstition about gold, some of the other countries 
might not want to lower its price in their currencies. The 
easiest way would then be to raise its price moderately 
in dollars. But on further consideration this “easy solu- 
tion” would appear to preserve too many of the existing 
handicaps and rigidities. The better course would be to 
demonetize gold entirely, as proposed allegorically in the 
Christmas issue of the London Economist. 


The Value of Gold 


In the traditional treatment of the money supply, 
gold is held to be an asset, and the “integrity of the 


dollar” is supposed to be maintained by the intrinsic 
value of the gold into which it may be converted. The 
general acceptance of this fiction serves to demonstrate 
how little thinking we ordinarily do about the institutions 
with which we have grown up. 


“fixed and immu- 
table value” should consider the standards by which they 


Those who believe that gold has a 


judge values. The fact is that gold has little intrinsic 
value and its actual value has fluctuated widely within 
the experience of the present generation. It has been tied 
to the dollar, and every time the value of the dollar 
changed the value of gold changed with it. In other 
words, the price of gold is fixed by decree and its value 
is dependent upon the price-support program we have 
legislated for it. 

There would be no point in denying that gold has 
some utility. It serves mainly in ornamentation and in 
some industrial and personal uses, such as dental appli- 
where its non-corrosive qualities are important. 
These uses, however, fall far short of matching output. 
In recent years, production in Western countries has 
averaged $1.1 billion, and with shipments from Russia 
the total available annually has been around $1.3 billion. 
Of this, about half has gone into monetary gold stocks 
and probably well over half of the remainder has gone 
into private hoards. Only a fraction of the current 
supply has gone into consumption. If gold were treated 
as an ordinary commodity, to be bought and sold in a 
free market, its price would drop sharply, even apart 
from any liquidation of the tremendous monetary stocks. 

It may still be pointed out that gold has represented 
a convenient medium for settling international accounts. 
But that value, too, is artificial. Our price-support pro- 
gram for gold and the exigencies of the postwar situa- 
tion combined to force other countries to operate on the 
“dollar exchange” standard. The possibility of any change 
in the monetary role of gold seemed so slight that mon- 
etary authorities and central banks of other countries 
were willing to join in what amounts to a common pre- 
tense that the underlying value of gold justifies its use in 
this way. It is a kind of conspiracy to keep people be- 
lieving in the “soundness” of existing monetary systems. 
But none would try to maintain the pretense if we should 
decide that gold no longer deserved this status. The 
whole arrangement would collapse any time we decided 
to rescind our promise to buy back the gold at 
stated number of dollars per ounce. 

That gold may at times command a premium in for- 
eign markets does not disprove the fact that the dollar 
basically sets its value. The premium reached in the 
buying flurry of last October was merely a temporary 
reflection of speculative fears and hopes. The market 
was gambling that our economic health would sink so far 
that we might grasp for remedy at a large-beyond-reason 
dose of devaluation in the form of a higher gold price. 


An $18 Billion Liability 


In some respects our situation is the typical case of a 
business decline combined with an adverse balance of 
payments. In theory this would call for a devaluation of 
the dollar in relation to other currencies, since any ac- 
tion for domestic reflation would otherwise tend to aggra- 
vate the deficit on international account. 

Frequently pointed out, however, are two differences 
from the usual situation of this kind. One is the con- 
trast between our balance of payments and our balance 
of trade. Whereas the former shows a deficit of about $4 
billion, the latter shows a somewhat larger surplus. Both 
have been inflated by temporary factors, but the contrast 
has led to the opinion that “our trade 
position is obviously not at fault,” that we are merely 
spending too much in other forms, particularly military 
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CHEESE-MAKING 


Cheese, a basic food in the human diet, has been 
valued and enjoyed by man for at least 5,000 years. The 
real importance of the food in the thousands of years in 
which refrigeration was unavailable was that it provided 
a milk substitute in a solid, preservable form, especially 
useful in countries where milk was in short supply or 
spoiled easily. 

As the knowledge of cheese-making spread, diverse 
methods of preparing and curing cheese — many of which 
were closely guarded secrets—developed in various 
countries. As a result, the methods of cheese-making 
brought to America by early settlers were often named 
for the locale from which they were imported, such as 
Neufchatel, Munster, and Roquefort from France, and 
Cheddar and Stilton from England. 

Cheese production in this country became commercial- 
ized in some areas before the Civil War, but the larger 
share was made on the farm chiefly for home consump- 
tion. Other consumers were dependent on surpluses taken 
to market once a year. Supplies were variable and often 
of poor quality. To correct this, and also because cheese 
generally required more attention than the farmer could 
spare, specialized factories which could manufacture 
cheese efficiently to uniform standards were developed. 
After 1860, the cheese industry experienced a_ steady 
growth, accelerating in this century. Volume (excluding 
cottage and creamed cottage cheese) increased from 330 
million pounds in 1904 to 1.4 billion in 1958, and value of 
shipments rose from $29 million to $755 million. 


The Industry Nationally 


Although the United States has few cheeses that can 
be claimed as its own, this country is the world leader 
in total production. With output at 1.4 billion pounds in 
1958 the United States produced more than one-fourth 
of the free world’s cheese supply and one-third of the 
factory-made cheese. The combined output of all coun- 
tries in the great cheese area of Western Europe is only 
half again as much as that of our cheese industry alone. 

Nearly all commercial cheese produced in the United 
States today is from factories. The industry, however, 
consists of a large number of small local producers. Of 
the approximately 1,400 cheese factories nationally, only 
180 employ more than twenty workers, and the average 
plant has only eleven employees. Value added by manu- 
facture in the typical factory was nearly $87,000 in 1958, 
compared with $38,000 in 1947. 

Because of the high perishability of milk, the industry 
has developed mainly in rural districts near abundant 
milk supplies. In all, 30 states manufacture some variety 
of cheese, but nearly seven-tenths of national production 
(excluding cottage cheese) comes from a_ ten-state 
triangular region lying between Ohio, Kansas, and Min- 
nesota. Wisconsin, the largest producer in this area, 
makes nearly 60 percent of the nation’s cheese. 

The per capita consumption of cheese in the United 
States, though lower than in most European countries, 
has risen steadily during the past three decades. In 1958, 


KNOW YOUR STATE 
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Americans consumed 814 pounds per person, compared 
with only 414 pounds in 1930. This increased popularity 
is attributed not only to improvements in quality that 
resulted from greater control of the bacteriological proc- 
esses during cheese-making, but also to improved methods 
of packaging and distributing. 


Cheese Manufacture 


More than 400 known varieties of cheese are pro- 
duced in the United States today. Most of these differ 
primarily in shape, moisture content, type of animal milk 
utilized, and principal micro-organisms used for ripening, 
and are minor variants of about eighteen major types. 
The basic process common to the manufacture of all 
varieties consists of using rennet (a digestive enzyme) 
to curdle the milk after a liquid micro-organic culture, 
called a “starter,” has been added. Whey, or the excess 
liquid, is then removed from the solid curd, and the 
latter is salted and allowed to mature for varying periods. 

Most important of the cheeses manufactured in the 
United States is Cheddar, or American cheese as it is 
commonly known. Cheddar, which legally must contain 
no more than 39 percent moisture and more than 50 per- 
cent milkfat in solids, accounts for 70 percent of the na- 
tion’s cheese volume. Other important cheese varicties, 
although produced in much smaller quantities, are Swiss, 
cream, Neufchatel, brick, Munster, and blue mold. A 
variety of miscellaneous cheeses, including the numerous 
Italian kinds, make up nearly 12 percent of output. 


Illinois — Fourth in Production 


Cheese production in Illinois takes place mostly in 
the rich dairy region in the northern half of the State 
where about 70 of the state’s 85 cheese factories operate. 
Many of the remaining establishments are in counties 
near East St. Louis and Shelbyville. Altogether, cheese 
is made in 41 of the state’s 102 counties. 

The oldest cheese factories in Illinois are found in 
the northwestern section in an area made up largely of 
Stephenson and Jo Daviess counties, the western part of 
Winnebago County, and the northern part of Carroll and 
Ogle counties. Crossroads cheese factories, many of 
them operated by persons of Swiss descent, are spaced 
within five-mile intervals over a large part of the region. 

More than 84 million pounds of natural cheese, some 
6 percent of the national total, were produced in Illinois 
during 1958. This was the fourth highest state output, 
being exceeded by Wisconsin, New York, and Missouri. 
Although this total was 10 percent below the record pro- 
duction level of 93 million pounds for 1954, it equaled 
the postwar average for the years 1946-58. The value of 
shipments for the State in 1958 was $38.5 million. 

An estimated 35 varieties of cheese are made in 
Illinois. However, two kinds— Cheddar and Swiss — 
dominate production, accounting for 43 percent and 39 
percent respectively of 1958 output. Illinois became the 
national leader in Swiss cheese production in 1958, the 
first year of record that any state exceeded Wisconsin. 
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STATISTICAL SUMMARY OF BUSINESS ACTIVITY 


SELECTED INDICATORS 
Percentage changes November, 1960, to December, 1960 












































-30 -20 -10 ° +10 +20 +30 +40 | Percentage 
COAL PRODUCTION Dec. change from 
Item 
1960 Nov. Dec. 
1960 1959 
ELECTRIC POWER PRODUCTION a aoe aa a re, ia 
Annual rate | 
in billion $ | 
Personal income!............. 406.7" | — 0.6] + 3.2 
EMPLOYMENT - MANUFACTURING Manufacturing! | 
a a nictsta data ele don oeceeais 346.8% | — 1.0] — 6.2 
Pervemtorses.. .. 2.2.00... 53.6%>| — 0.7 | + 2.5 
New construction activity! i 
CONSTRUCTION CONTRACTS Private residential.......... 20.9° | — 7.7 — 8.5 
Private nonresidential... ..... 16.9° | — 6.8 | + 4.8 
CS er ee eee 14. 6° —11.8| + 4.4 
Foreign trade! 
DEPARTMENT STORE SALES Merchandise exports... . . 21.64 + 3.0} 421.5 
Merchandise imports........ 13.99 | +0.3| — 9.5 
332 Excess of exports........... 7.64 + 8.3 |+223.4 
ae, Sine Consumer credit outstanding? ; 
BOUME COI «cnc coe vices isiel 56.0» +2.6| + 7.7 
Instalment credit.......... 433» +14] 4+ 9.6 
wi Business loans*.............. 37.3 | + 2.2] + 4.0 
FARM PRICES Cash farm income’............ 44.54 — 7.2| + 5.2 
{J us. Ses ms = 
Indexes 
“ (1947-49 
* No change. Industrial production? = 100) 
Combined index............ 103": ¢ 1.9 5.5 
Durable manufactures....... 96": © — 2.0} —10.3 
ILLINOIS BUSINESS INDEXES Nondurable manufactures... .| 1123 0.0 | 0.0 
; en: RAS A eee 96": © — 1.0} — 2.0 
= ‘ Manufacturing employment* 
Dec. Percentage Production workers......... 95 — 1.9} — 5.6 
Item 1960 change from Factory worker earnings' 
(1947-49 Nov. Dec. Average hours worked. . 98 — 10); — 4.4 
= 100) 1960 1959 Average hourly earnings. ... .| 174 + 0.9} + 2.2 
—; —_—_—_— Average weekly earnings... 170 — 0.2} — 2.3 
Electric power! 259 6 + 66) + 2.9 Construction contracts’... 239 — 5.8 | +22.2 
Coal production?..... : 87.9 +21] — 5.8 Department store sales?...... 1478 + 3.31 + OF 
Employment — manufacturing® 95.2 '.5}| — 7.6 Consumer price index*..... 128 +S.) + 56 
Weekly earnings—manufacturing*, 170.5" | — 0.8 | + 2.1 Wholesale prices‘ , 
Dept. store sales in Chicago’. . . 127.O» +671 + 3.3 All commodities. ........... 120 — 0.1} + 0.5 
Consumer prices in Chicago®.. . . 130.6 + 0.1 | + 1.2 Farm products. ...... 89 - 1.3) + 3.5 
Construction contracts®. 273.0 —25.0 | +52.8 Foods...........-.--- 109 + O.2) + €.4 
Bank debits’. 240.8 +12.4 | + 2.9 A! See 128 00) -— 0.5 
Farm prices®. . . jctweunn’ 81.0 +1.2/} + 9.5 Farm prices® 
Life insurance sales (ordinary)? 347.5 + 9.6) — 3,8 Received by farmers. ...... 89 00; + 4.7 
Petroleum production” 125.8 + 0.8| + 2.2 Paid by farmers............ 119 0.0; + 0.8 
: Swe - ee 81' 0.0 | + 3.8 
1Fed. Power Comm.; 7 Ill. Dept. of Mines; * Il. Dept. of Labor; Se ~— P : 
‘Fed. R Bank, 7th Dist.; °U. S. Bur. of Labor Statistics; ®F. W. 1U. S. Dept. of Commerce; ? Federal Reserve Board; 7 U. S. Dept. 
Dodge Corp.; * Fed. Res. Bd.; § UL Crop Rpts.; * Life Ins. Agcy. Manag. of Agriculture; *U. S. Bureau of Labor Statistics; 5 F. W. Dodge Corp 
Assn.; ™ Ill. Geol. Survey. * Seasonally adjusted. End of month. © Includes Hawaii and 
‘ Data for November, 1960, compared with October, 1960, and No- Alaska. 4 Data for November, 1960, compared with October, 1960, and 


vember, 1959. » Seasonally adjusted. 


November, 1959. © 1957 = 100, 


UNITED STATES WEEKLY BUSINESS STATISTICS 


Item | 


Production: ; 
Bituminous coal (daily avg.) 
Electric power by utilities 
Motor vehicles (Wards)... . 
Petroleum (daily avg.) 


thous. of short tons 
mil. of kw-hr..... 
number in thous. 
thous. bbl.... 
1947-49=100... 
thous. of cars. . 
.1947-49 =100.. 


Department store sales 
Commodity prices, wholesale: 
All commodities. . . 
Other than farm products and foods 
22 commodities. . . 
Finance: 
Business loans. ...... 
Failures, industrial and commercial 


1947-49=100... 
.1947-49=100... 
1947-49 =100. . 


mil. of dol... .. 
number 


Source: Survey of Current Business, Weekly Supplements. 





1961 
an, 28 | Jan. 21 | Jan. 14 
Re Cae 
| 
1,178 | 1,163 1,304 | 1 
15 361 14,817 14,684 14 
116 | 112 131 
7,198 | 7,216 7,151 7 
85 87 86 
476 | 490 516 
103 107 129 
119.9 | 119.8 119.9 
128.1 | 128.1 | 128.1 | 
83.1 | 83.2 | 82.7 
31,150 31,450 | 31,653 | 31 
340 | 335 


400 


* Monthly index for January, 1960. 
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f Based on official indexes, 1910-14 = 100. 


| 1960 

| Dec. 31 Jan. 30 
1,343 1,487 

| 13,956 14,313 

102 206 

| 7,173 7,136 

64 158 

406 602 

| 116 111 

| 119.6 | 119. 3a 

| 127.9] = 128.8" 

| 81.5 | 85.2 
31,931 | 29,862 

276 281 
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Steel Production 


The American Iron and Steel Institute reported total 
steel production for 1960 amounted to 99.3 miilion tons, 
up about 6.2 percent from 1959 when the prolonged strike 
contributed to holding output to 93.4 million tons. 

Last year’s relatively high figure, however, does not 
accurately reflect the depressed condition in the industry 
through the second half of the year. During the first 
quarter of 1960 steel mills operated at near full capacity 
as they turned out 34.7 million tons. The production 
slump which followed cut output in the subsequent three 
quarters to 26,0 million, 19.7 million, and 18.9 million 
tons, respectively. In the second half the operating rate 
fell to about 50 percent, dropping the average for the 
year to 66.8 percent of the total rated capacity of 148.6 
million tons. The industry has not released an estimate 
of capacity for 1961. Such figures are considered of 
questionable value since the effects of technological 
changes during the year are not incorporated. 

In a separate report the AISI indicated that current 
plans for 1961 spending on new plant and equipment 
amount to $1.2 billion, down about 19 percent from actual 
1960 outlays. Last year’s expenditures of $1.5 billion fell 
7.5 percent short of original plans. 


Retail Sales 


Advance estimates by the Department of Commerce 
placed retail store sales during December at $22.2 billion 
hefore adjustment for seasonal factors and trading day 
differences. After adjustment, December, 1960, sales 
were down 3 percent from the previous month to $17.9 
billion, the lowest level of the year. The preliminary 
figures also revealed a decline of more than 6 percent in 
sales by durable goods stores in the last month of 1960. 

The December figure brought total sales for 1960 to 
$219.6 billion, a 2 percent increase over 1959. All of last 


year’s gain was accounted for by a 3.4 percent gain in 


sales of nondurable goods which more than offset a drop 
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in durable goods sales. After reaching a peak of $18.9 
billion in April, sales trailed off through most of the 
second and third quarters of the year, then rose sharply 
in October to $18.5 billion. From this point sales fell in 
the final two months to the December low. 


Consumer Prices 

The Labor Department's consumer price index reached 
a record high of 127.5 percent of the 1947-49 average in 
December, up one-tenth of 1 percent from the previous 
month. Increases in food and shelter costs accounted for 
most of the December advance. Food prices were pushed 
up to 121.4 percent of the base period, just short of the 
postwar high of 121.7 percent set in July, 1958. Rising 
residential taxes were the major factor in the increase 
in shelter costs to 132.3 percent. 

The December advance helped push the average cost 
of living to a new high for the fifth consecutive year. 
The consumer price index averaged 126.5 percent in 1960, 
compared with 124.6 percent in 1959, 


Business Failures 


The number of business failures in 1960 reached a 
27-year high, with about 1,300 firms shutting down each 
month. During the year 15,445 companies failed, com- 
pared with the previous high of 19,859 set in 1933. Sta- 
tistics compiled by Dun and Bradstreet, Inc., indicate 
that the rate of failures per 10,000 firms has also risen 
sharply. During the last four months of 1960 the rate 
ran well above 60, pushing the average for the year up 
to 57. In 1959 the rate was 52 failures for every 10,000 
firms. While failures rose in almost every category of 
industry and trade, mortalities were particularly high 
among construction firms and retail automobile dealers. 

Liabilities of bankrupt firms averaged $78.2 million a 
month in 1960. Average liabilities per company rose 
sharply from $49,000 in 1959 to $61,000 last year. 

On the other side of the picture, new corporations 
were being formed at a rate of 15,000 per month in 1960, 
about 6.8 percent below the 1959 rate of 16,100 per month. 


Unemployment 


Total unemployment rose sharply in the past four 
months as 2 million persons were added to the jobless 
lists from September, 1960, to January, 1961. The latest 
advance of 845,000 brought unemployment to 5.4 million 
in mid-January, a postwar high for the month. 

Recent trends in the labor force are illustrated in 
the accompanying chart. As can be seen, the growth in 
the labor force and in employment has been accompanied 
by a persistent unemployment problem. Since 1954 the 
seasonally adjusted rate of unemployment has remained 
above 4 percent, with the only exceptions being March 
and April, 1957, when the rate fell to 3.8 and 3.9 percent, 
respectively. 

Labor Department data, in thousands of workers, are 
as follows: 


Jan. Dec. Jan. 

1961 1960 1960 
Civilian labor force... ....65...66: 69,837 70,549 68,168 
I Sia eo siete Wis ee erecen 64,452 66,009 64,020 
POI iis ois Sse sense Bhd 4,634 4,950 4,611 
Noneericultweal <5... <.s:0:s:.0%0 59,818 61,059 59,409 
Unemployment. . oo... 25.0 .060.-. 5,385 4,540 4,149 
Seasonally adjusted rate....... 6.6 6.8 5,2 


















PRESIDENT KENNEDY AND THE EISENHOWER BUDGET 


PHILLIP MONYPENNY, Professor of Political Science 


According to an unnamed Republican senator, quoted 
in the [Vall Street Journal, the Eisenhower budget sub- 
mitted in January for the first fiscal year of the Kennedy 
Administration was a kind of practical joke on the in- 
coming president. Its claimed surplus of $1.5 billion was 
based on at least two dubious assumptions: A substantial 
increase in tax revenue was projected despite the obvious 
prospect of a decrease rather than an expansion; and 
the adoption by Congress of two previously rejected pro- 
posals was assumed — higher postal rates and an increase 
in the gasoline tax. Further, new programs were pro- 
posed for which no specific budgetary provision was made. 

If one discounts the obvious political capital in pre- 
senting a new administration with a either 
scaling down the promises made by the old or incurring 
a substantial deficit by executing them, the explanation of 
the budget as presented lies in a situation which limits 
the choices of the man in the White House, whatever his 
party. In the absence of a crisis, something clearly not 
contemplated by the budget-makers, the limiting factor 
on expenditures will probably be the yields of existing 
taxes, which will not readily be increased. 


choice of 


Budget Balancing as a Goal in Itself 


The theme of budget balancing in the Eisenhower 
budget, however tenuous the claim to its realization in 
the new estimates, is not the least significant part of the 
budget message. Reiterated in the State of the Union 
Message and in the Economic Report, control of inflation, 
which is linked to the balanced budget, is set out more 
loudly and clearly than any other policy goal. It is 
stressed as a primary political value in the thinking of 
the outgoing administration. 

The enunciation of goals and the making of particular 
decisions are notoriously separate activities. The course 
of budget policy during the Eisenhower Administration 
had a more complex evolution than simple devotion to 
budget balancing can explain. The first encounter be- 
tween Eisenhower (or Republican) principles and Tru- 
man recommendations resulted in a clear victory for 
principle. By the end of Eisenhower’s first term, how- 
ever, a variety of considerations were at work, of which 
the avoidance of imbalance in the budget was only one. 

The outgoing Truman Administration produced a 
budget for Eisenhower’s first fiscal year (fiscal 1954) 
which was an epitome of the Fair Deal. While new 
departures in policy were specifically foresworn, and no 
new legislative proposals were made, the total expendi- 
ture projected was $78.6 billion, substantially in excess of 
the $74.6 billion estimated for 1953. 

The increases projected by Truman were partly in the 
military sphere, a sizable re-equipment of expanded 
armed forces being contemplated, partly in large amounts 
for military and economic assistance to allies, and partly 
in the domestic sphere, primarily natural resource devel- 
opment and education and research. 

On taking office, Eisenhower made sharp reductions 
in his predecessor’s requests to Congress. Cuts were 
effected mainly in military programs as the war in Korea 
ended its active phase. The actual expenditures for fiscal 
1954, Eisenhower’s first full fiscal year in office, were 
$67.5 billion, which was not only lower than Truman’s 
budget proposals, but lower than the actual $74.1 billion 
of fiscal 1953. 


Growth in the Eisenhower Budgets 

From this achievement of fiscal orthodoxy, Eisen- 
hower presided over budgets which grew to over $80 
billion in fiscal 1959. After a small decline of expendi- 
tures to $76.5 billion in fiscal 1960, the current estimates 
put the total at $78.9 billion this year and a new high of 
$80.9 billion next year (see table). 

There has been a shift not only in the size of ex- 
penditure, but in its objects. In the field of national 
defense, the largest single budget item by far, the low 
point was $40.6 billion in 1955. The high point, until the 
present $47.4 billion national defense budget, was $46.4 
billion in 1959, In this period the Army had compara- 
tively litthe expansion in its expenditure, the Navy had 
about doubled its outlay, and the Air Force had virtually 
tripled its expenses. Manned bombers are disappearing 
from the Air Force, while guided missiles take their 
place. A new competitor, the National Aeronautics and 
Space Agency, is spending about $1 billion a year. These 
shifts in defense expenditure reflect extensively debated 
shifts both in technology and in policy. Similarly, the 
increase in interest payments from $6.6 billion in fiscal 
1953 to an estimated $9.3 billion in fiscal 1960 reflects not 
only an increasing national debt, but the particular eco- 
nomic and fiscal policies of the Eisenhower period. 

There is one revealing shift which was not reflected 
in the debates over policy in the campaign or in the 
period prior to it. Domestic expenditures show a steady 
rise since 1956, especially in expenditures for natural 
resources development, housing and urban renewal, and 
facilities for water transportation. Welfare costs, of 
which the bulk is represented by public assistance, have 
had a steady rise since 1954. All of these items continue 
this trend in the current budget, and agriculture shows 
a new rise but falls well short of the 1959 high. 

The increases in the domestic categories are singled 
out for special attention in the budget message. After 
noting that a consistent effort has been made to avoid 
unnecessary expenditure, the statement is made: 


BUDGET EXPENDITURES AND RECEIPTS 


(Fiscal year; billions of dollars) 





| 1961 | 1962 














| | 
= ae e> | | 
Function 1953 | 1954 | 1959 | 1960 | (Est.) | (Est.) 
Major national | 
secitity........ | 530.4 | 46.9 | 46.4 |} 45.6] 45.9 | 47.4 
International 
re ne ey 1.7 | 3.8 | SS er 2.4 
Commerce, , | 
housing, and | | 
I me | 2 8 | 3.4 | 2.8 | 3.8) 3.4 
Agriculture....... | 2.9 2.4) 65) 4.8] €@.9)| 3.1 
Natural resources..| 1.5| 1.3] 1.7] 1.7] 2.0 Paes 
Labor and welfare.| 2.4 | 2.5| 4.4| 4.4) 4.5) 4.8 
Veterans’ benefits..| 4.3] 4.3/ 5.2] 5.1] 5.2) 5.3 
ee eee 6.6| 6.5| 7.7} 9.3] 9.0 | 8.6 
General govern- 
| ee eT 1.6] 1.7] 2.0 | mat 
Budget expendi- | | | 
tures*........ | 74.1 | 67.5 | 80.3 | 76.5 | 78.9 | 80.9 
Budget receipts*...| 64.7 | 64.4 | 67.9 | 77.8 | 79.0 | 82.3 
Surplus or | | 
deficit (—)..... j~9.4 |—3.! |-12.4 | 1.2); 8.8] 2.5 





® Excluding interfund transactions. 
Source: The Budget for Fiscal Year 1962, Special Analysis G. 
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At the same time the record oi this administration has been 
one of action to help meet the urgent and real needs of a 
crowing population and a changing economy. Federal expendi- 
tures between 1953 and 1961 for aids to education have more 
than doubled, outlays for public health have more than tripled, 
ivil aviation expenditures have more than quadrupled, highway 
expenditures are five times the 1953 level and urban renewal 
<penditures are more than seven times as great. 


kisenhower was evidently stung by criticisms of his 
administration during the campaign. Truman could have 
made no more forthright statement about the responsibil- 
ities of government. The new budget therefore leaves 
unresolved the conflict between budget balancing and 
budget expanding, which remains a central policy issue. 


Increases Within Moderate Limits 


In view of the implicit acceptance by the Eisenhower 
Administration in its last days of many of the policy 
positions of its opponents, there is not too much room 
for a complete recasting of proposed federal expendi- 
tures by Kennedy. The points of change available for 
executive initiative, and they may well be dramatic, are 
likely to be in timing and emphasis. Contracts may be 
let with speed, expenditure pushed into the earlier part 
of the fiscal year, applications for grants and loans ap- 
proved with less cumbersome procedure. The purposes 
served may be to combat recession in the economy, to 
make a dramatic demonstration in foreign policy, to 
speed the build-up of military strength, all without great 
variation in established or projected budgets. 

When it comes to substantial variation in the total 
volume or the distribution of expenditure, the Kennedy 
Administration, like the one before it, must work within 
the limits of congressional consent. If Congress in recent 
years pushed Eisenhower to spend more, it is likely to 
restrain any Kennedy moves toward more than moderate 
increases, always excepting the onset of crisis. 

The narrow margin by which the increase in the size 
of the Rules Committee was approved in the House shows 
Kennedy’s strength and weakness. It is a_ significant 
check on the Rules Committee, the first it has had in 
years, but it was by no means an unrestrained endorse- 
ment of presidential leadership. On issues of substance, 
rather than of organization, constituency pressures are 
Stronger than party loyalty. Only for a minority of 
members of Congress do party loyalty and constituent 
pressures run in the same direction. The Congress is 
dominated by moderates who are probably nearer to the 
isenhower position on public finance than to the reck- 
lessly spending Democrats pictured in the Republican 
campaign. 

One may therefore expect Kennedy’s budget proposals 
during the current Congress to be near to the totals 
presented by his predecessor. The measures he has so 
far sent to Congress do not suggest a sudden and drastic 
increase of cash outlays. The significant difference is 
likely to be that budget balancing will have less appeal 
as a prime virtue. If revenues fall because of the decline 
in economic activity, it is not likely that there will be any 
corresponding reduction in expenditure. Nor is it likely 
that the economy will be burdened by new taxes before it 
recovers from the recession. The prescription of inaction 
to let the economy readjust itself by “natural” means is 
not consistent with Kennedy’s position in the campaign, 
nor is it consistent with the pressures which will build 
up on Congress and the Administration alike in a time 
of reduced economic activity. 

As the Eisenhower experience shows, the principal 
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stresses toward budget expansion occur in the fields of 
national security and foreign affairs, the management of 
the farm economy, the reconstruction of our cities, the 
provisions for dependent populations, and in expendi- 
tures for water development and highways. The relief 
of persons in depressed areas has clearly become another 
point of strong pressure. 


Decisions Yet to Be Made 


In all of these fields, one evil, which is represented by 
constant or increased expenditure, must be weighed 
against another, the evil of foregoing expenditure. The 
balancing cannot be done with certainty. Thus, even 
with the pyramiding costs of a multiple strategy in na- 
tional defense, the margin of safety which any particular 
military measure may provide is not easily given a dollar 
cost. He who seems to neglect national survival is in an 
unenviable position, as Truman found in the budget- 
cutting phase of his administration. The same principles 
apply to foreign aid. Whatever the argument against any 
particular project, the prospects of failure in the inter- 
national competition, the prospect of the steady increase 
in the number of Communist-dominated countries, will 
make even dubious effort more desirable than inaction, 

The domestic programs do not offer much more pros- 
pect for diminishing expenditure. Being as wealthy as 
we are, the relief of need, where it appears inescapably 
as need, cannot be avoided. Further, need has votes, 
whether it is the misery of the metropolitan poor, the 
misery of the abandoned mining town, or the undramatic 
deterioration of the position of a portion of our farmers. 

Not only does need have votes. The development of 
our economy has become more than a matter of national 
pride or of personal profit. Any crisis, international or 
domestic, may raise the issue of survival. Investments in 
dams for water and power, in the maintenance of farms 
and farm operators in production, the provisions of high- 
way and air transport as an additional transport reserve, 
have a sudden justification in emergency which they may 
have lacked before. The combination of wealth and crisis 
would seem to be irresistible. Collectively, as in our indi- 
vidual expenditure, we are prodigal because the incre- 
ment of value conserved by not spending seems less than 
the increment of value represented by what we buy. 

We have not discussed the pressures on budget policy 
in carefully political terms. Yet the values of which we 
speak are political values. They are the open stakes of 
politics, as they have developed in the last decades. The 
bulk of federal expenditure is not a matter for serious 
political conflict between our parties. There are, how- 
ever, significant differences between the parties and be- 
tween the candidates of each party as to the magnitude 
of crisis which is likely to persuade them that maintaining 
a balance between income and outgo is no longer appro- 
priate. 

Kennedy as President is not likely to feel restrained 
when faced with a challenge to our national well-being 
or our national security which he and his supporters con- 
sider significant. For both Republican and Democratic 
administrations, the national budget has become a flexible 
instrument of policy representing the complex of obliga- 
tions and commitments which are effective in the various 
parts of our national political system. Perhaps the pri- 
mary significance of the Eisenhower budget lies in the 
extent of its acceptance of the values represented by the 
various objects of national expenditure. It indicates a 
political climate in which the use of the spending power 
to achieve various national objectives is well established. 








x 


=n * 


* 


rs aid 
aes ial 


3 
ri 
e! 
» 
Ea) 
t 
B 
se 
ras 
4 
id 
| 
4 
> 


i te 


a EL ages AP Se Paes 
er catiet ss esdl cages 


hoa 


Emancipation from Gold 
(Continued from page 2) 


expenditures, foreign aid, and business investment abroad. 
There is the mistaken implication in some of these state- 
ments that our exports derive only from imports and 
other current items. Actually, all of the funds we supply 
are equally available to foreigners for buying goods from 
us, and one kind cannot logically be separated from 
another as means of financing purchases. 

The second difference is that part of the deficit in 
recent months derives from transfers of liquid balances, 
known as “swing capital” or “hot money,” and that these 
transfers were initiated in part by our own citizens. By 
comparison, we still have large reserves — $18 billion in 
all, with $12 billion required as a monetary reserve and 
$6 billion free —and these should adequately take care 
of temporary outflows of short-term balances. Neverthe- 
less, these speculative transfers apparently account for 
only half of our deficit. If the other half involves a 
long-term imbalance, then it would take twice as long to 
exhaust our reserves, but they would disappear over a 
longer period, and the threat of their ultimate exhaustion 
would be bound at some point to induce exactly the kind 
of speculative transfer we have just experienced. 

Neither of these differences changes the situation 
enough to make it an exception. The issue evidently 
concerns the reasons why foreigners are no longer buying 
our goods up to the limits of the funds currently being 
made available. They were doing so in the “dollar short- 
age” period just after the war. In the early 1950’s they 
began to accumulate reserves, and although liquidity has 
been generally restored, there are no signs of another 
reversal. It now appears that foreigners have rebuilt 
sufficiently to produce the goods themselves or else they 
prefer to buy them from others who can produce more 
cheaply. In other words, we have lost competitive posi- 
tion, and the effect is deflationary. The funds withheld 
by foreigners put a drag on our economy in the same 
way as would similar withholding by domestic hoarders. 

The role of gold in this picture is to support the 
deflation. Taking instead of merely 
the direct deflationary impact. It is aggravated by the 
excessive accumulation of liquid dollar balances in the 
expectation that they may be converted into gold and 
perhaps later back into dollars at a higher price. This 
is the indirect impact. To the extent that our gold stock 
contributes to withholding of the dollars we make avail- 
able, it is in our present circumstances a liability and not 


gold goods is 


an asset. 

Implicit in this situation is a strong probability that 
our $6 billion of free reserves will soon be exhausted. 
This might result in an embargo on gold, in which case 
exchange rates would move toward automatic adjust- 
ment. Fears that this contingency would hurt “the pres- 
tige of the dollar” have led to proposals by economists 
and bankers that we eliminate the domestic requirement 
for a gold reserve, thus freeing the entire stock for 
international purposes. The effect of this proposal would 
be to postpone an adjustment and correspondingly pro- 
long the stress of deflation. It would convert a $6 billion 
liability into an $18 billion lability. 


The Need for Gold 

The belief that we can dispense with gold as the base 
for our own monetary system derives from the experi- 
ence of a generation in which there has been no connec- 
tion between the gold stock and the money supply. The 


1934 enactments have prevented our citizens from trading 
dollar bills for gold, and the great majority of our peo- 
ple no longer have any feeling for gold as money. 

Many who believe that our own monetary system can 
get along without gold as a base nevertheless feel that 
other countries are politically less stable and therefore 


’ 


need “hard money” more than we. The implicit assump- 
tion of superiority in this contention is not generally 
justified. It ignores the fact that other countries may 
cling to gold primarily because they feel that our slavish 
devotion to an outworn creed can be relied on to sustain 
the validity of other attachments to gold. 

It cannot be shown that gold reserves ever prevented 
an inflation based on unsound fiscal practices. Excessive 
quantities of money were typically created, not because 
the restriction of gold convertibility was lacking, but 
because the inflating countries were trying to do things 
not justified by their industrial resources and consump- 
tion patterns. Unless the basic difficulties could be cor- 
rected, the best gold could do was delay inflation a little 
as the reserve stock was being run off. 

Currently, we seem bent on proving that a continuing 
adverse balance of payments is also beyond the control of 
gold reserves. The attempt to keep present exchange 
rates and gold provisions sacrosanct may in a few 
troubled years dissipate the largest gold stock ever accu- 
mulated. No doubt we shall be minded to act before that 
point is reached, but only a progressive worsening of the 
situation is likely to prod us into action. 

Abandoning gold as a standard would of course im- 
pose the need for some alternative means of settling 
international balances. Recently proposals have been 
made by Professor Triffin of Yale and others for moving 
in this direction. These proposals usually agree on two 
features: First, some agency like the International Mon- 
etary Fund should become a kind of central bank for 
central banks, maintaining reserve accounts in an inter- 
national currency into which the various other currencies 
of the world may be converted. Second, this central bank 
and all the member countries should operate in such a 
way as to prevent both excessive accumulation of deficits 
or surpluses in any country’s international accounts and 
inordinately large short-term transfers of liquid balances. 

In other words, each country would still have to meet 
its obligations. Countries in a deficit position could no 
more be permitted to pile up adverse balances without 
limit than could the individual who draws checks on the 
local bank. Our position is different in that we want and 
can afford to pay. But, freed from gold, neither we nor 
others experiencing deficits could be whipsawed by the 
operations of gold speculators and hoarders. 

Under the circumstances, any higher price for gold 
would be even less justifiable than the present price. 
There is no point in larger subsidies to the gold pro- 
ducers — whether they reside in this country, South 
Africa, the Soviet Union, or elsewhere. It is safe to 
disregard the meretricious arguments of this industry 
and important to disregard those of the wider grouping 
of financial interests which secks to benefit from deflation. 

Instead of dedicating ourselves to the status quo, we 
should be using monetary and fiscal policies whole- 
heartedly to promote recovery and at the same time ar- 
ranging a new international monetary conference. Ad- 
mittedly, such a conference is not likely to succeed unless 
something more clearly resembling an emergency devel- 
ops. But the extensive research needed for arriving at 
a solution should be pressed with all the haste that the 
spur of a conference deadline could impart. VLP 
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BUSINESS BRIEFS 


PUBLICATIONS AND DEVELOPMENTS OF BUSINESS iNTEREST 


New Power Source 


The Westinghouse Electric Corporation has delivered 
a 100-watt thermoelectric generator to the Northern Illi- 
nois Gas Company for use as a power source for charging 
batteries of a microwave relay communication system. 
This is reported to be the first industrial sale of a thermo- 
electric generator that converts heat directly into elec- 
tricity. At the present time, Westinghouse has a line of 
5-watt, 10-watt, and 100-watt thermoelectric generators. 

In simple terms, the thermoelectric process utilizes a 
metal rod that is heated at one end and cooled at the 
other end. Electricity is created when the electrons move 
from the hot end to the cool end of the metal rod. These 
devices can operate on any one of a number of different 
kinds of fuels. The one purchased by Northern Illinois 
Gas Company can operate on propane or natural gas. 

Since the process is reversible, these devices may also 
he used as refrigerants when electrical energy is supplied. 
Some possible future uses of the thermoelectric genera- 
tors range from refrigerated kitchen drawers to com- 
pletely gas-operated furnaces in which the heat from the 
burner is used to create electric power to run the fan. 


Shifts in Consumer Spending 


According to the January, 1961, issue of the Survey 
f Current Business, consumers channeled 47 percent of 
their 1960 expenditures into nondurable goods, 40 per- 
cent into services of all kinds, and 13 percent into durable 
goods. In 1948, the first year after the war when the 
cconomy had again reached high rates of civilian em- 
ployment and output, consumers spent a greater propor- 
tion of their budgets for nondurable goods and less for 
services —55 percent and 32 percent respectively. The 


PERCENTAGE DISTRIBUTION OF CONSUMER 
EXPENDITURES, 1948 AND 1960 
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Source: U. S. Department of Commerce, Survey of 
Current Business, January, 1961, p. 16. 





[9] 


proportion spent for durable goods was about the same 
for both years. 

The accompanying chart shows that there has been a 
considerable shift in the pattern of consumers’ spending 
since 1948. A greater proportion was spent in 1960 than 
in 1948 for housing, household operations, medical care, 
and personal business services, along with automobiles, 
auto parts, gasoline, and oil. In 1948 housing and house- 
hold operation expenditures accounted for 14.5 percent 
of the consumer's budget; by 1960, this amount had risen 
to 19 percent. 

The major categories of consumer expenditures which 
have declined in relation to total consumption over the 
twelve-year period include food and beverages, tobacco, 
clothing and shoes, furniture, furnishings and equipment, 
and transportation These items together ac- 
counted for 58 percent of consumers’ expenditures in 
1948, but only 46 percent in 1960. 


service. 


Family Income Changes 


The Bureau of the Census reports that the pattern of 
family income changes between 1947 and 1959 was char- 
acterized by a large increase in average income and a 
marked upward shift of families along the income scale. 
In current dollars, average family income advanced from 
$3,000 in 1947 to $5,400 in 1959, a rise of nearly 80 per- 
cent. Although a large part of this gain reflected the rise 
in consumer prices, families experienced a_ substantial 
increase in real purchasing power. In constant 1959 
dollars, average family income rose from about $4,000 
in 1947 to $5,400 in 1959, an advance of 35 percent. 

Of the nation’s 45 million families, about 41 percent 
received incomes between $3,000 and $5,000 in 1959. 
Slightly less than 25 percent of the families had incomes 
under $3,000. Those families having incomes in_ the 
$5,000 to $10,000 range accounted for 22 percent of the 
total number of families in the country. Families receiv- 
ing $10,000 or more made up 12 percent. 

Although there still was a large number of families 
in the lower ranges of the income scale in 1959, the 
number had decreased markedly from 1947. Only 10 
million families reported incomes of less than $3,000 in 
1959 as compared with 18 million in 1947, The propor- 
tion of families with incomes under $3,000 fell from 50 
percent in 1947 to less than 25 percent in 1959, 


Rate of Population Increase Falls 


Data recently released by the Bureau of the Census 
indicate that the rate of population increase in the United 
States, excluding Alaska and Hawaii, reached its postwar 
peak of 1.94 percent during the year ending June 30, 
1947. Thereafter the high in the rate was 1.80 percent 
in 1956-57, from which it fell to a postwar low of 1.59 
percent in 1959-60. 

The natural rate of growth per 1,000 of the popula- 
tion during the last decade rose from 14.8 in 1950-51 to 
a peak of 16.0 in 1956-57, and then dropped to 14.3 during 
the twelve months ending July, 1960. Most of the changes 
that have occurred in the natural rate of growth during 
the decade have reflected changes in the birth rate. The 
birth rate per 1,000 of the population was 24.5 in 1950-51; 
it increased to a peak of 25.2 in 1956-57 and then fell to 
23.7 in 1959-60. 
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LOCAL ILLINOIS DEVELOPMENTS 


A Study of Public Works in Illinois 


A study conducted by Jerome L. Kaufman entitled 
Public Works Planning and Development in Illinois has 
recently been published by the University of Illinois 
Bureau of Community Planning. The study shows that 
there are thirty different types of Illinois governmental 
units making public works decisions, more than in any 
other state in the nation. Illinois also ranks among the 
top three in the number of local municipalities and special 
The result is a highly disjointed system of 
governmental responsibility for public works develop- 
ment, giving rise to numerous conflicts, duplications of 
effort, and inefficiencies. 

The study further indicates that the State is the most 
influential governmental unit in determining the scale 
and character of public works activity in Illinois. How- 
ever, the state government currently lacks a central plan- 
ning agency. 

The study contends that the county government is the 
logical unit for planning and developing public works on 
a regional basis, but it is improperly organized to meet 
its responsibilities fully at the present time. 


districts. 


Gains in Building Permit Valuation 


The total building permit valuation of twenty major 
cities in Illinois rose to a record high of $559 million in 
1960, a gain of 40 percent from the $400 million valua- 
tion in 1959, More than half of the selected cities re- 
corded gains during the year (see chart). The largest 
increases occurred in Danville, Bloomington, and Chi- 
cago, which jumped 379 percent, 177 percent, and 50 per- 
cent respectively. 

These large increases were due mainly to one or a 
few unusually large projects in each of the cities. For 
example, three new junior high schools and the expan- 
sion of the Hyster Company plant accounted for about 
40 percent of Danville’s total permit valuation of $10 
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million in 1960. In Bloomington the new Illinois Agri- 
cultural Association building accounted for nearly 50 
percent of the city’s $13 million permit valuation for the 
year. In the case of Chicago, housing projects under the 
direction of the Chicago Housing Authority, four new 
office buildings, and construction projects at O’Hare 
Airport made up a substantial part of the city’s $442 
million building permit valuation in 1960. 

The total value of construction contracts in the State 
amounted to $2,098 million in 1960, only 1.5 percent 
higher than in 1959. Construction contract figures in- 
clude projects that are not included in the building per- 
mit valuation figures, such as street, highway, and bridge 
construction, and they cover the whole State instead of 
selected areas within the State. These two factors ac- 
count to a large extent for the difference between the two 
figures. In 1960 the nonresidential sector of construction 
contracts in the State rose 28 percent to a total of $829 
million, whereas the residential sector dropped to $866 
million, 12 percent below that of 1959. 

An error was reported in the November building 
permit valuation figure for Rock Island and Moline 
which appeared in the January issue of the Review. The 
figure should be $1,159,000, and the twenty-city total 
should be reduced to $40,795,000. 


Illinois Farms 


Among the important changes that have occurred in 
Illinois agriculture during the past twenty years are the 
pronounced increase in the size of farms and the accom- 
panying decrease in the number of farms. The 1960 
Farm Census conducted by the Illinois Cooperative Crop 
Reporting Service indicated that the average size of a 
farm in the State was 190 acres in 1960, about 40 acres 
larger than in 1940. At the same time, the number of 
farms has decreased from 213,000 in 1940 to 140,000 in 
1960, a drop of about 35 percent. The decline was largely 
due to consolidation of farms and to a lesser extent to a 
reduction in total farm land. Since 1940 the total farm 
land in Illinois has decreased from 31.0 million acres to 
30.4 million acres. 


Mineral Production in Illinois 


According to preliminary estimates of the Illinois 
State Geological Survey, total value of mineral produc- 
tion in the State amounted to $588 million in 1960. This 
represents a 3 percent decline from the 1959 level and 
the first time in five years that Illinois mineral produc- 
tion has dropped below the $600 million level. 

In 1960 petroleum continued to be the state’s leading 
mineral with a production of 78 million barrels valued 
at $238 million, up $3 million from 1959. The value of 
the output of coal, the second most valuable mineral 
product of the State, was up $2 million over 1959 to $186 
million. These two leading minerals accounted for nearly 
75 percent of the state’s total value of mineral production 
and were the only ones to experience increases over 1959. 

The total value of stone products—crushed stone, 
cement, and lime — was about $75 million.as compared 
with $86 million in 1959. Last year’s output of sand and 
gravel was valued at nearly $29 million, down more than 
$4 million from the previous year. The clay products 
industry produced $52 million of material, but it was 
still about $7 million short of the 1959 output. Fluorspar, 
lead, and zinc production combined amounted to $11 
million as compared with $13 million in 1959. 
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